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Social Priorities and Economic Cost 


by Walter W. Heller 


Chairman, Council of Economic Advisers 


Appearing before the Annual Meeting of the National Planning Association in 
Washington, D.C., October 27, 1961, Walter W. Heller, Chairman of the Council 
of Economic Advisers, read a special message from President Kennedy (see page 2). 
Welcoming the NPA announcement of the establishment of a Center for Priority 
Analysis, Mr. Heller then addressed the meeting. Extensive excerpts from his address 
are presented below. Robert M. Solow of the Council staff collaborated in the prepara- 
tion of Mr. Heller's remarks. 


ONCERN WITH GOALS and interest in statements of purpose have been 

characteristic of the American people since the days of the Revolution, which 
gave rise to the most ringing declaration of national goals ever written. It is also 
characteristic of Americans—more so at some times than others—to show concern 
about the extent to which our performance falls short of our goals. 

Indeed, it is a continuing responsibility of the Council of Economic Advisers to 
assess the level of our national performance in terms of the series of economic goals 
set forth in the Employment Act of 1946. The act requires the Council to “formulate 
and recommend national economic policy to promote employment, production, and 
purchasing power under free competitive enterprise,” and states further that the 
President's Economic Report shall set forth ‘‘the levels of employment, production, 
and purchasing power obtaining in the United States and such levels needed to carry 
out the policy [of the Act}.” In this context, President Kennedy last December called 
for “the return to the spirit as well as the letter of the Employment Act of 1946,” 
and declared “I intend the economic reports to deal not only with the state of the 
economy but with our goals for economic progress. And I don’t think that we should 
treat the economy in narrow terms but in terms appropriate to the optimum develop- 
ment of the human and natural resources of this country, of our productive capacity 
and that of the free world.” 

Surely, these words establish a community of spirit between the Council and your 
new Center for Priority Analysis. We share a close interest in setting national prior- 
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ities, and achieving a sensible balance, on 
the basis of a careful assessment of both 
benefits and costs, among the many goals 
_ that define our national purpose. 

You and I have lived through many 
shortages, real and imagined—shortages 
of teachers, of engineers, of housing, of 
sugar—but we have never experienced a 
shortage of goals. President Eisenhower's 
Commission on National Goals produced 
an impressive list and discussion of goals 
in 1960, Other agencies—private and 
public, general and specialized—have 
thought about goals for education and 
medical care, for the renewal of our cities, 
for the preservation of open space, for 
the improvement of transportation, for 
such simple things as an end to poverty 
and such grim things as a strengthened 
national defense. I need not continue the 
catalogue, and indeed the catalogue has 
no end. Our goals are limitless; only 
our resources are limited. 

That is the first lesson we must learn. 
There is nothing abstract about it. We 
could easily go around this room and 
make up an agenda for the 60s which 
would far exceed our capacity to produce. 
We can’t have everything. We can, how- 
ever, set up a scale of priorities, decide 
which among our goals we most want to 
achieve and which we may be willing to 
postpone or perhaps abandon forever. 
There is also something else we can do. 
We can try to increase our over-all capac- 
ity to meet individual and social needs 
through economic growth. 

There is a Viennese joke to the effect 
that psychoanalysis /s the disease of which 


THE WHITE HOUSE 


WASHINGTON 


STATEMENT FOR THE ANNUAL MEETING OF THE 
NATIONAL PLANNING ASSOCIATION 


For over a quarter century, the National Planning Association 
has been a source of wise and informed counsel on major 
economic and social issues. Its leadership represents a 
cross-section of all the elements of our economy -- agriculture, 
business, labor, and the professions -- and the broad base of 
talents and experience which this leadership provides has 
enabled it to combine in its reports and recommendations the 
sweeping vision of theorists with the practical insights of men 
of affairs. It is, therefore, both appropriate and gratifying 
that the National Planning Association is establishing a Center 
for Priority Analysis. 


We are at the present moment in history faced with seemingly 
limitless claims on our all-too limited resources. Finding 
the proper balance between our goals and resources ina 
democracy is a task which goes well beyond the domain of 
government. Independent, nonprofit, nonpartisan, experi- 
enced and broad-based -- the National Planning Association 
will perform a vital public service by bringing to bear on this 
staggering problem the full range of its experience and skill 
in analysis and public education. 


As our national goals broaden, widen, stretch, shift, and 
multiply so too do our needs for data and information. A major 
service of the Center for Priority Analysis will be to improve 
our knowledge both of the costs of achieving our varied goals, 
and of the resources available for this task. 


The establishment of this Center will make an important 
contribution to the urgent national task of achieving the optimum 
use of our physical and human resources. I wish to add my 
congratulations to those of many others to the National Planning 
Association for its foresight and courage in taking upon itself 
this formidable challenge. 


hn F. Kennedy 


it purports to be the cure. Economic 

growth is not like that. It is not itself 

a social goal in the ultimate sense in 

which we are now using the word. But it is a most im- 
portant instrumentality in permitting our country to achieve 
national goals which might otherwise have to go by the 
board. You have probably had compound interest waved at 
you before; I simply point out that the difference between a 
national product growing at 3 percent annually and one 
growing at 4 percent annually for a decade is, for a country 
the size of the United States, a matter of $350 billion 
spread over the ten years, and $70 billion annually at the 
end of the period. You can buy a lot of goals for $350 
billion. 

Of course, economic growth is itself costly in the sense 
that it uses up in investment or in research or in the 
instrumental activities resources which might otherwise be 
used for the direct satisfaction of needs. But the cost is 
partly a matter of postponement, the payoff seems to be 
high, and “instruments” like education are really ends in 
their own right. I know that an organization with the 
history of the National Planning Association will work 
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hard at economic growth—even at considerable cost, if 
necessary, in immediate satisfactions—rather than give up 
major social goals as unachievable. 

There is yet another way in which the capacity of our 
society to fulfill its objectives can be enhanced. And that 
is by the achievement and maintenance of full employment, 
i.e. by fuller utilization of our existing potential. We do 
not stress as much as we need to the waste of recession, 
the good solid output gone down the drain forever. When 
One compares our postwar record with the history of the 
30s, it is clear that we have made tremendous strides. Our 
wastes of output are relatively mild. But we live in a more 
dangerous world now; the more urgently felt our needs, 
the less we can afford to have 6 or 7 percent of our labor 
force remain unemployed, and 15 to 25 percent of our 
industrial capacity lie idle for months or even years at a 
time. 

Economic growth and fuller employment of our existing 
resources can help us shorten our list of unrealized social 
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goals. But somewhere, even in comparatively affluent 
societies, the margin between the achievable and the un- 
achievable must be drawn. 

I am on familiar ground here. Every beginning student 
of economics learns that his science exists because men and 
societies have to choose, have to allocate scarce resources 
among alternative uses, have to satisfy though they cannot 
satiate. Much of textbook economics—too much, perhaps? 
—consists of a fine-grained study of how a “rational man” 
would go about achieving the best feasible accommodations 
of his needs with the limited resources at his disposal. 
Economics has been considerably more successful in answer- 
ing this question for individuals than it has for societies. 
Yet societies, as well as individuals, face problems of 
choice. I would like to make three rather general observa- 
tions about the problems of resource allocation as they 
confront the Center for Priority Analysis. 

In the first place, in studying the behavior of individual 
economic man, we usually begin by viewing him as having 
a fixed and definite system of preferences, or priorities if 
you will. His priorities are revealed by his behavior and 
govern his behavior, as in the case of the inveterate and 
enthusiastic golfer who was known never to permit any- 
thing to interfere with his game. He was seen by the rest 
of his foursome one day to stand reverently at attention and 
doff his tweed cap as a funeral procession passed along the 
road near the fairway. They called his attention to this 
deviation from his normal concentration on the game. 
“Yes,” he said, “but if she had lived until Friday we 
would have been married for 25 years.” 

Whole societies do not have such clear-cut preferences or 
priorities. For one thing, societies are made up of many 
overlapping groups of people whose interests and needs 
do not always coincide and sometimes conflict. For another, 
the various goals themselves overlap. Thus, the national 
interest in economic goals is inextricably mixed up with 
noneconomic considerations like equity among individuals 
and groups of individuals, a preference for decentralized 
decision making, a commitment to democratic processes, 
and many others. Finally, social priorities are not simply 
“take’” to be discovered by investigation. They emerge, 
and indeed they change, in the process of discussion, 
advocacy, and compromise to which the NPA’s Center 
will surely contribute. 

I hope that one of the functions of the NPA Center 
for Priority Analysis will be to evoke an active and 
informed discussion of these and many other issues. High 
among our priorities ought to be an effort to reduce the 
proportion of our population which either knows too little 
or cares too little to express an opinion about important 
uses of our national resources. 

I do not propose that the NPA Center should go into 
the business of conducting sample surveys—useful as they 
may be for gaining insights into popular preferences—as 
its means of establishing national priorities. But, as the 
President has noted, in a democracy private and public 
agencies alike must promote an active dialogue about our 
national objectives and priorities among them. Out of the 
give-and-take of informed discussion comes a livelier ap- 
preciation of where we are going and where we want to go, 
and, in the process, the goals themselves become trans- 


formed. The NPA can contribute in the future, as it has 
in the past, to this process of enlightened public discussion 
of complex economic issues. 

I turn now to a second aspect of the economist’s view 
of the allocation of resources, with respect to which the 
new Center for Priority Analysis would have a major role 
to play. Textbook economic man is supposed to know the 
prices of the goods and services among which he must 
choose. And indeed the consumer in the market place, even 
if he or she is not always fully informed about alterna- 
tives, does find a price tag on each item. But, as NPA well 
knows, it is no easy matter to attach realistic price tags to 
the stated objectives in such documents as the Report of 
the Commission on National Goals or the Rockefeller 
Panel Reports. In this respect societies are no different from 
individual consumers: they cannot make intelligent and 
foresighted choices unless the costs of alternative plans 
to action are knowable and known. I understand that one 
of the objectives of the new Center will be an attempt 
at careful measurement of the costs of our national goals 
in terms of their claims against resources, both material and 
human. I wish you well. This is no small undertaking both 


_ because the objectives are often massive, perhaps so massive 


as to upset pre-existing price relationships, and because 
the estimation of future costs is always hazardous. Govern- 
ment agencies—contrary to popular notions—are unremit- 
ting in their efforts to identify costs, to measure them, and 
to control them. But this is a job which can absorb many 
expert minds, inside as well as outside the government. 
Careful research, whatever its origin, is always welcome. 

What economists call cost-benefit analysis is—explicitly 
or implicitly—at the bottom of all national decision 
making. It applies as well in the choice of weapons systems 
as it does in the choice of water resource developments. 
The measurement of the direct and indirect benefits from 
large undertakings is at least as difficult a job as the 
measurement of direct and indirect costs, perhaps even 
more so. Benefits often extend further into the future than 
costs. This means not only that they are harder to evaluate, 
but also that many of the benefits of our enterprises will 
be enjoyed by our children while a large share of the costs 
will be borne by ourselves. Yet another aspect of cost- 
benefit analysis presents a knotty problem. It is no simple 
matter to trace out the incidence of the costs and benefits 
of large public and private undertakings on various groups 
in the population, by age, by income, by place of residence, 
by all sorts of social and economic characteristics. I do not 
expect the National Planning Association to settle all such 
questions for us; it is the essence of democracy that 
questions about the proper distribution of benefits and 
costs be discussed widely, selfishly and unselfishly. But the 
more light that is shed on these questions, the better able 
we are as a people to decide wisely and to know what we 
are deciding. 

As a third observation, I would like to say that to put the 
issues in terms of priorities may, in at least one sense, be 
misleading. The notion of priorities suggests a linear 
ordering of goals, as if we take care of one problem first, 
and then move on to a second, and then shift over to a 
third. But in reality we do not and should not proceed in 
that way. Every dollar of government or private spending 
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has many alternative uses. The basic principle of govern- 
ment and private budgeting is to distribute the limited 
resources so that the last unmet need in each area is of 
approximately equal urgency. This means that we should 
not ‘take care” of medical needs first and then worry about 
urban renewal or highways or education. Within our 
limited resources, we have to choose some combination of, 
say, improved medical care, urban renewal, more highways, 
and better education. The more we have of one, the less 
we can have of the alternatives. The secret of good house- 
keeping is to see that within the limits of the private and 
j the public purse, urgent needs in one direction do not go 

unfulfilled while less urgent needs in another direction are 

in fact being satisfied. 
a Now, there is one important exception to this argument, 
which goes back to something I said earlier. When the 
economy is slack, when excessive unemployment and idle 
capacity coexist, we can, as 4 nation, have more of some 
things without giving up other things. The principles of 
good resource allocation hold here too; the attainable 
increment to output should be divided among private con- 
sumption, public uses, and investment for the future in 
ways which conform to our preferences as expressed 
through the market and through the political process. But 


the important truth remains: to the extent that we un- 
necessarily let resources run to waste in the face of the 
many positive uses that clamor for attention, we do a 
disservice to America both at home and abroad. 

There are, occasionally, other actions we could take which 
serve many of our national goals at little or no social cost. 
To take just one, if we could achieve equal and nondis-. 
criminating access to employment and education on the 
part of all our citizens, we would not only increase our 
national product in the narrowly economic sense, but we 
would at the same time move toward the achievement of 
one of our basic social goals and increase our stature in 
the whole world. 

I would like to conclude with a word about the friendly 
relationship that exists between the National Planning 
Association and the Council of Economic Advisers—a 
relationship that accords with President Kennedy's request 
that the Council “develop close relations . . . with the 
country’s many private centers for policy research and 
analysis."" We have exchanged ideas often in the past— 
sometimes differing, more often agreeing—and will con- 
tinue to do so in the future. The Council looks forward to 
years of continued and profitable collaboration with your 
new Center for Priority Analysis. 


Leland Hazard, Chairman of the NPA Development Pro- 
ram and of the NPA Business Committee, and a Vice 
Sieireen of the NPA Board of Trustees; Hon. Christian 
A. Herter, former Secretary of State; James J]. Wadsworth, 
President, Peace Research Institute, former U.S. Repre- 
sentative to the United Nations. 


NPA _ Business Committee; Herbert 


tion; Leland Hazard. 


Robert C. Tait, a Vice Chairman of the 
NPA Development Program, and a member 
of the NPA Board of Trustees and of the 


Byrne, Vice President, U.S. Steel Corpora- 


H. Christian Sonne, NPA 
Chairman; J. Murray 
Mitchell, member of the 
NPA National Council. 


Walter W. Heller, Chairman, Council of 
Economic Advisers; Gerhard Colm, A 
Chiet Economist; John Miller, NPA As- 
sistant Chairman and Executive Secretary; 
Harry J. Rudick, a Vice Chairman of the 
NPA Development Program and a member 
of the NPA Business Committee. 


Judson Chrisney, NPA Director of Develop- 
ment; Arnold S. Zander, Chairman of the 
NPA Labor Committee and a Vice Chair- 
man of the NPA Board of Trustees. 
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At the afternoon meeting, the proposed NPA Center for Priority 
Analysis, and its significance for the American economy, was dis- 
cussed by the four NPA Committee Chairmen: Leland Hazard, Busi- 
ness Committee; Frank Altschul, International Committee; Arnold 
S. Zander, Labor Committee; Lauren K. Soth, Agriculture Committee. 


Priority 


Goals vs. Resources 


Analysis 


Center 


Leland Hazard, Vice Chairman of the NPA Board of Trustees and Chairman of the NPA Develop- 
ment Program (see page 6), discussed—at the afternoon session—the fifteen “goals for America as they 
were established by the President's Commission on the National Goals.” At the dinner session, Mr. 
Hazard formally announced the plan for the new NPA Center for Priority Analysis. Excerpts from 


Mr. Hazard’s remarks follow: 


HE PRESIDENT’S COMMISSION itself did not 

undertake to assign priorities or suggest relative im- 
portance among the goals, with the possible exception 
of national defense. The Commission made no assessment 
of specific costs—goal by goal—a procedure which seems 
necessary unless we are to assume that American resources 
are sufficient to attain any and all of our goals. The Com- 
mission, after suggesting the possibility of some tax in- 
creases, recommending some tax reforms, and assuming, 
as you heard this morning, a 3.4 percent per annum rate 
of growth, says that, if these reforms are made and the 
minimum growth rate postulated by the Commission is 
achieved, it is the Commission's conclusion that the levels 
of public spending we would need to realize the recom- 
mendations are attainable. 

But the opinion is undocumented. No effort is made to 
effect a discriminating balance between costs of goals and 
available and potential resources. This is not to charge the 
Commission with default. It is only to point out that work 
which remains to be done, both in government and in 
private agencies, to find by research, analysis, priority 
analysis, and timing a businesslike program for effective 
pursuit of America’s goals. 

And such a program, we think—we in NPA—is essential 
unless we are to emulate Stephen Leacock’s unfortunate 
equestrian who mounted his horse and rode rapidly off in 
all directions. That, of course, is the way to arrive nowhere 
—a mistake which Russia does not make, as Mr. Khru- 
shchev’s recent authoritarian pronouncement of Russia's 
goals and their priorities makes quite clear. 

For over a year, the National Planning Association, 
through its staff and committees and National Council, has 
studied, constructed, revised, and refined its proposal for 
a Center for Priority Analysis to meet the challenge of un- 
limited demands versus limited resources in America. Over 
a thousand persons affiliated in one way or another with 
NPA have seen, and many have commented upon, the 
earlier drafts of the program which has been submitted 
today for consideration and has been approved at this An- 
nual Meeting of National Planning Association. 

We submit these propositions and elements of the pro- 
gram: 


1. The cost of our national goals exceeds our na- 
tional resources—material and human. 

2. America must establish priorities among its goals 
and, secondly, it must enhance its resources—both 
by better utilization and by accelerated growth. 

3. The National Planning Association will establish 
a Center for Priority Analysis to work on this cru- 
cial problem to which no other private or gov- 
ernmental agencies have addressed themselves. 

4. The Center would begin by concentrating on: 

a. Measurement of the costs of our national goals 
in terms of their claims against resources— 
material and human. 

b. Measurement and inventory of resources avail- 
able for achieving national goals. 

c. Public and private programs for strengthen- 
ing our resource base to improve national 
performance. 

d. Priority and timing of the achievement of 
goals in terms of actual and potential re- 
sources. 

5. It is important that a private agency such as NPA 
with its broad base of leadership in business, labor, 
agriculture, and the professions, start to work im- 
mediately on this urgent national problem. 

The estimated financial requirements for the Center, over 
and above the normal NPA budget, are as follows: for 
research—$200,000; for conferences for policy analysis— 
$105,000; for dissemination of research and conference 
results—$95,000; a total of $400,000 per annum to be 
raised. 

A great challenge confronts America. In nations, as in 
the lives of men, there is a tide which, taken at the flood, 
leads on to fortune; omitted, the voyage ends in shallows 
and miseries. We are at the choosing point. 

If we are to take the tide at the flood, we must support 
hope with thought, resolutions with techniques, goals with 
resources—all in measured balance and more tightly dis- 
ciplined than has been usual in America. In short, we may 
have come to the time when we must keep books upon, 
and make budgets for, our aspirations—if we are to gain 
our ventures. 
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Arval L. Erikson 


The People of the NPA Development Program 


The NPA Development Program was created to promote and further the work of the new 
NPA Center for Priority Analysis. As General Chairman of the Development Program, Mr. 
Leland Hazard—assisted by Deputy Chairman Robert A. Whitney, and Program Chairman 
Elmo Roper—will direct the activities of five advisory committees assigned to enlist public support 
in the areas of agriculture, business, finance, labor, and the professions. 


Director-Consultant, Pittsburgh Plate Glass Company, and Professor of Industrial Administration and 
Law, Graduate School of Industrial Administration, Carnegie Institute of Technology, Leland Hazard, 
Chairman of the Development Program, is also the Vice Chairman of the NPA Board of Trustees and 
Chairman of the NPA Business Committee. Graduate of University of Missouri and Harvard Law School, 
Mr. Hazard is a member of the American, Pennsylvania, Missouri, and Allegheny County Bar Associa- 
tions, and a frequent contributor to national magazines. HM President of Management and Marketing 
Audits Institute since 1957, Robert A. Whitney, Deputy Chairman of the Development Program, is 
active in business education and management consulting. Founder and, for five years, chancellor of the 
Graduate School of Sales Management and Marketing (now at Syracuse University), Mr. Whitney is 
a member of the Industry Advisory Council of the Secretary of the Treasury and of the National Distri- 
bution Council of the Secretary of Commerce. @ A marketing and public opinion analyst for nearly 30 
years, Elmo Roper, Program Chairman of the Development Program, is senior partner of Elmo Roper 
and Associates, New York. Mr. Roper is an editor-at-large of The Saturday Review, author of the book, 
You and Your Leaders, and numerous magazine articles. He is widely known for his radio and television 
appearances. M@ Economic Advisor for Oscar Mayer & Co., Arval L. Erikson, Agriculture Vice Chair- 
man of the Development Program, came to Madison, Wis., in 1953 from the Office of Price Stabilization 
in Washington where he was Director of Foods. Previously, he served as Chief of Livestock and Meat 
for the U.S. Food and Agriculture Organization and Price Executive in the Office of Price Administra- 
tion. From 1940 to 1942 he was Professor of Economics, University of New Hampshire. @ A Vice 
President and Director of Dynacolor Corporation of Rochester, N.Y., and a consultant to General 
Dynamics Corporation of New York City, Robert C. Tait, Business Vice Chairman of the Development 
Program, was formerly President of Stromberg-Carlson Division and a Senior Vice President of General 
Dynamics Corporation. Prior to that he was a Vice President of the Mellon National Bank and Trust 
Campany of Pittsburgh. ™@ Chairman of NPA’s Executive Committee and member of International and 
Business Committees, Wayne C. Taylor is the Finance Vice Chairman of the Development Program. A 
partner in the international investment firm of Field, Glore & Co. before coming to Washington in 
1933, he has since held a number of important Government posts and served, among others, as Assist- 
ant Secretary of the Treasury, Undersecretary of Commerce, President of the Export-Import Bank, and 
Assistant to the Administrator of the Economic Cooperation Administration. M@ President of Retail 
Clerks International Association, AFL-CIO, since 1944, James A. Suffridge is the Labor Vice Chairman 
of the Development Program. Vice President and Member of the Executive Council, AFL-CIO, Mr. 
Suffridge also serves as Executive Board Member of the AFL-CIO Industrial Union and Maritime Trades 
Departments; member of Economic Policy and Inter-American Affairs Committees; and Director, Union 
Labor Life Insurance Company. ™ Tax authority, lawyer, and professor, Harry J. Rudick, Professions 
Vice Chairman of the Development Program, is a partner in the New York law firm of Lord, Day & 
Lord. In addition, he holds a full professorship of law at New York University’s School of Law, and 
has lectured and published extensively on the subject of taxation. Mr. Rudick has served on the tax com- 
mittees of the American, New York State, and New York City Bar Associations. ™ 


Robert C. Tait Wayne C. Taylor James A. Suffridge Harry J. Rudick 
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It is our conviction that the times have caught up 
with planning which has become an indispensable 
tool for future progress of government and for 
strengthening private initiative while preserving our 
economic and political freedoms... . 

We must all work together to the end that our 
Nation remains fit and able to fill its proper and 
important place in the free world. 

To accomplish this purpose, one of our urgent 
needs is the proper balance between goals and 
resources which, in turn, should stimulate growth. 
Adequate growth is necessary to keep our democracy 
healthy and vigorous—high employment is apt to 
follow in its wake. 

—H. Christian Sonne, 
Chairman, NPA Board of Trustees, 
at the Annual Meeting luncheon. 


H. Christian Sonne, NPA Chairman, and the Hon. Christian A. 
Herter, formerly Secretary of State and Governor of Massachusetts. 


A Matter of Survival 


Excerpts from the address delivered by Hon. Christian A. Herter at the dinner session: 


OUR GENERAL thesis today was the balancing of 

goals vs. resources. . . . And, if I may be allowed to 
say so, I have a feeling that the international situation is 
in many respects a controlling factor from the point of 
view of the determination of our own goals, our own 
priorities, and the resources that we have to apply to. 

.. . I take very seriously the statements that have come 
not only from Mr. Khrushchev and the Communist mani- 
festo, but from leaders of the Communist bloc all the way 
from Peiping to East Germany. . . . Their objective is, as I 
see it, two-pronged. The first is to keep industrial nations, 
most of whom are represented in the Atlantic Community 
... from effectively uniting, keep them divided. The second 
is to win over to their side the so-called lesser developed 
countries or, if you are talking in cold war terminology, 
what you might call the contested countries of the world. 

If we look at the over-all world picture, we find that the 
Soviet bloc consists of about one-third of the peoples of the 
world—about one billion people. But the so-called con- 
tested areas of the world embrace about one-half of the 
people of the world—about one-and-a-half billion; and 
that the industrialized nations of the world represent about 
one-sixth. That one-sixth controls, as of today, roughly 
two-thirds of the productive capacity of the world, and 
sO assumes an importance in the over-all world picture in 
the subject we are discussing tonight infinitely greater 
either than the area that it controls or the population in its 
midst. 

In this cold war setting . . . we began to examine our 
goals. And, very obviously, the very first goal is that of 
survival. 

There is a secondary goal, and that is survival with an 
improvement of the lot of mankind, not alone in the 


industrial countries but throughout the so-called contested 
world, which if it were won over completely to the other 
side, would leave us very badly isolated and in a very 
serious situation. 

Where is the great productive capacity of the world as 
of now? As of now, it lies in this very small group, or 
comparatively small group, of nations with a comparatively 
small population but with a highly developed industry and 
standard of living. 

. . . The priority which I think has to be established in 
the international field is in the strengthening of . . . the 
ties between the industrial nations. 

There, I think that we are going to make a choice and 
make it very quickly. 

The Reciprocal Trade Agreements, which were enacted 
in 1934, were an extraordinary effort on the part of the 
United States to liberalize trade. They have served a very 
fine purpose. . . . But in the interim period, with the 
renewal of these agreements, we have put on a good many 
restrictions of a different kind. 

This Reciprocal Trade Agreements Act is coming up for 
renewal next year, so we are going to have to face directly 
what our policy will be when that comes up for renewal. 
And there, I think, we have got to make a very great 
decision. Whether we can make it or not in that length of 
time, I do not know. But I think that one thing that we 
cannot view with any equanimity is to see Europe devel- 
oping a rapidly increasing Common Market which may 
well . . . grow to over 300,000,000 people, a very 
much larger, numerically at least, market than our own 
internal market in the United States. 

We've got to contemplate that growing, while at the 
same time we may be finding that the protective forces in 


q 
ome 
— 
2 
Rudick 


Vol. 9, No. 8 


Form 3547 Requested 


this country are pushing us into a more protective position 
as against that point. 

If I view our relationships with Europe correctly, should 
that take place, I think that our alliances with Europe 
would break up very quickly. If we become rivals in the 
commercial field as a result of two separate blocks going 
opposite directions, they growing more liberal, we growing 
more restrictive I think the basis of our military 
alliances would break very soon, and that the whole 
strength of the Atlantic Community, on which we have to 
rely if we are going to survive, would be in very severe 
danger. 

I think the alternative is to face the situation directly, 
to face it in terms of seeing how we can associate ourselves, 
by negotiation or otherwise, with the Common Market; 
face squarely the fact that our own technology and our own 
skills are going to have to meet the competitive situation 
in this world without artificial protection. 

I think that we are going to have to ally ourselves in 
some form of partnership with the Common Market. And 
I say that not alone from the point of view of what seems 
to me inevitable if the industrial nations are going to hold 
together, but also from the point of view of our effective- 
ness in being able to help in this second prong of the cold 
war, which is the effort to detach the contested nations 
of the world from the Free World and win them over to 
the Communist side. 

We cannot afford to shut our markets to these 
nations and at the same time pour money into their devel- 
opment. Obviously, if they are going to move ahead in the 
world, if they are going to improve their own standards 
of living, they can do just so much internally, but they've 
got to have the foreign exchange with which to buy from 
the outside, unless they are going to be continual recipi- 
ents of grant aid, with no hope of being able to repay. 

Furthermore, there is a great inequity and, finally, 
there is a great self-interest from the point of view of main- 
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taining our relations with them on an equitable basis. 
Many of the most important minerals that we import today 
come from them that are essential to us in our industry. 
And I think you've got to approach this picture from the 
point of view of the difference between united resources 
and our own individual resources if we are isolated on 
this side of the Atlantic. 

Finally, on the political side, it is my conviction that 
you are never going to have greater political cohesion with 
the industrial nations of the world until you get better 
economic cohesion; that the political strength of our allies 
can be very quickly shattered if you've got rivalry and 
discontent in the economic field; that for the long run, 
those who want to see a closer political afhliation between 
the industrial nations could ponder the absolute necessity 
of first moving to a greater economic cohesion, and that in 
its way, I think, would find greater political cohesion. 

I think that this priority begins to come so clearly that 
it is the duty of private peoples to do what they can, 
perhaps even ahead of Government, in trying to make this 
situation clear to our own peoples as a matter of survival. 
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